False Claims Acts

Legislative Victories
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The Federal
False Claims Act

Since 1986, the False Clalms Act has returned over $20 bilfion to the
U.S. Government, making it the most effective fraud-fighting tool we
have.

The U.S. Government is getting back $15 for every $1 invested in
health care investigations and prosecutions.

The structure of DoJ limits recoveries and fewer than 100 cases {of all
types} are resolved every year.

States have begun to supplement the effort. Twenty-two states now
have False Claims Act laws.

How a False Claims Act Works

Allows whistleblowers to bring suits under seal in the name of the
state (qui tam actions} against parties that have committed fraud
against a state program.

Gives control of whistleblower suits to the Attorney General or to
local prosecuting authorities

Provides for triple damages so the state is “made whole” for the
costs of investigation, lost interest and whistleblower awards on top
of what was taken by fraud.

Provides awards to whistleblowers of 15 to 30 percent, depending
on circumstances {awards under the Federal FCA have averaged 17
percent)




Why Whistieblower
Awards are Needed

An insider is often the only person who both understands the fraud
and has the evidence to support a fraud charge.

Whistleblowers need incentives in order to overcome the certainty
of losing employment and being black-balled in their profession.

Whistleblower cases take time and put tremendous financial and
emotional stress on Relators and their families,
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Why False Claims Acts Are Effective

* Damagesare tripled;

*  Whistleblowers come forward with evidence that would otherwise
remain secret;

*  Whistleblower cases cannot be ignored or easily deraited;

* The Government s able to streamline and focus thelr investigations
due the evidence of the whistleblower;

* The Government s the big financial winner getting, on average, 83
percent of total awards,

False Claims Act Math:
A Case Example

Assumption: The amount defrauded from the
Government by the defendant is $20 miilion.

The case is adjudicated for triple damages of $60 miilion.

The whistieblower is awarded the national average of
17% of the settlement, or $10.2 million, which is shared
with his or her lawyer ich i

The Government nets out $50.8 million.




Benefits of a State
False Claims Act

A state FCA, if used, will recoup substantial amounts of money for
the state.

A state could require reinvesting recoveries in its fraud prevention
programs.

Once up and running, a state FCA will have a substantial deterrence
effect on future fraud.

A state FCA will level the playing field for honest providers.

A state FCA will reveal h in ad ion and cost
management.

2/11/2008

Why Frivolous Lawsuits are Rare

* Alawyer must take the case. A False Claims Act lawyer will only take
a case if he or she thinks it can be won and that means a substantial
body of evidence must point to substantive fraud.

+ The case must present new information. [f the facts have previously
been disclosed in a newspaper article, court proceeding, or other
investigation, the case will be dismissed.

« Hawhistleblower brings a frivolous action, the defendants are
awarded reasonable attorneys’ fees and expenses (and, under the
proposed Michigan Act, the plaintiff is subject to a fine of up to
$10,000.

All Over the Country States Are
Adopting False Claims Acts

The following 22 states, alowg with New York CRy and
Chickgo, have their owm versions of the Faise Cleim Act
with qui tem provieions, ensbling the t recover
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Examples of State Recoveries

Caltfornia 1998 BankAmetica improperty retained unclaimed municipal bonds $187 million 2000
Tostiba Xnowingly sold defective computers $30 miltion
2001 Tutor-Saliba-Petinf IV Fraudulent billing during consteuction of Los Angeles
Subway system $31.9 mitlion
2003 Mandated Cost Systems Inc, Submission of inflated and fakse bills $3.4 mifHlon
2005 Strategic Resource Solutions Fraud imvolving the instaiiation and montoring of
energy-efficient heating and cooling equipment in San Franckco schoots
$43.1 miitlon
Florida 1996 Careflorids Health Plan inc. Submission of fraudulent Medicaid enrofiments.
$1.75 mililon
Hewsll 2001 Bergen Brunswig Corp. Wrongfully recycled and repackaged unused drugs from
nursing homes factitres $4 mithon
Texxs 2001 Drfscoll Chitdren’s Hosphtal and Foundation Fifing fake expense reports,
reporting inflated charity work, and engaging in kickhacks $14.5 milhion
2005 Roxane Laboratortes (Boehringer Ingelherm Corp.} Marketing the spread by
falsely reported their wholesale drug prices to the Medrcaid program.
$10 million
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Why We Need a
State False Claims Act

The federal FCA produces only a handful of jud and sett| a
year, usually involving frauds of national scope.

The federal FCA does not cover fraud against the states.

The Department Of Justice slm?ly does not have the resources to pursue
all reports of fraud without assistance from state investigators.

In order to pursue cases of fraud against the state, each state must enact
Its own False Claims Act.

The False Claims Act Is an important tool if Michigan is serlous about
stopping fraud, waste and abuse.

The False Claims Act Will Shine a Light on
Fraud, Waste and Abuse
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APPENDIX

AINST FRAUD IN PROTECTI

THE ROLE OF TAXPAYERS A
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